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China began a property tax pilot in two places Shanghai and Chongqing in 
January 2011. It kicked off the property tax reform from that time. Previously, 
investment in the property market was overheated and prices continued to soar. The 
central government hopes to make a rational development and achieve a steady rise in 
the property market prices. The function of property tax has not been decided. 
Property tax has three functions in the world generally: collecting local financial 
revenue, adjusting income distribution and regulating property market. At present, in 
the circumstances of China's property tax pilot in two cities Shanghai and Chongqing, 
the voice of expanding the property tax is still continuing. But after the pilot, it seems 
unable to expand the scope in practice which makes the property tax reform get into 
trouble. What role property tax should play in our country and what kind of function 
should play is the goal of this article would like to explore. Theory goes first, then 
practice later. Only a clear position of the property tax functions can provide the 
theoretical basis for reform. 
This article introduces China’s property tax, property tax pilot and property tax in 
developed countries. By going to the developed countries for reference, this article 
puts forward the measures aimed at the deficiencies of property tax. This article 
analyses the function of China’s property tax and points out that the property tax 
should play its role according to the national conditions. The property tax should play 
the role of regulating property market in short time and collecting the local financial 
revenue and adjusting income distribution in long time. Drawing on the experience of 
the mathematical model and proves, this article uses the logarithmic differential 
treatment way to ensure the data stable when it is be tested by ADF. Using the OLS 
method, this article accomplishes the data of actual house price with regression in two 
cities having the property tax pilot and predicts virtual house price assuming that there 
is no property tax. Then this article calculates data influence of property tax pilot in 














price of Shanghai but push up the house price of Chongqing in the short time. But the 
influence in long time can’t be measured accurately. According to the different effects 
of the two property tax pilot, people should be clear what the function of property tax 
in short time and in long time is. Property tax can adjust the economic operation in 
short time but it should collect local financial revenue and adjust income distribution 
in long time. This article stresses that the collecting of property tax should follow the 
principle of wide tax basis. The government can split the center area demand through 
the guiding role of property tax to promote the urbanization construction and realize 
the effective allocation of resources. 
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